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SUBJECT: FY 77 FMS FINANCING FOR KOREA 

REF: SEOUL 7763 

FOR STERN FROM ERICSON 

1 . BELIEVE INFORMATION YOU ARE HEARING RELATES TO A 
SPECIAL PROBLEM AND PROCEDURE WHICH AROSE UNDER THE BUDGET 
IMPOUNDMENT ACT. IN LATE AUGUST THE PRESIDENT SENT A 
FORMAL RESCISSION NOTICE TO THE CONGRESS INFORMING THEM 
THAT THERE WAS $126.7 MILLION NOA UNDER THE FY 76-FY/7T 
APPROPRIATION WHICH WAS NOT REQUIRED FOR FMS FINANCING 
PROGRAM. IN THE ABSENCE OF CONGRESSIONAL ACTION ON THE 
RESCISSION NOTICE, OMB LAWYERS HELD THAT THE ADMINISTRATION 
IS REQUIRED TO OBLIGATE THESE MONIES TO THE EXTENT AUTHOR 
IZED BY LAW. SINCE THE REMAINING FMS PROGRAM CEILING FOR 
FY 76/7T WAS $122,575 MILLION, WE HAVE AUTHORIZED THAT 
AMOUNT TO BE PROVIDED TO ROKG AS PRE-FUNDING FOR THE 
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SIGN FFB LOAN AGREEMENT IN THIS AMOUNT BEFORE SEPTEMBER 30 
DEADLINE, LEAVING BALANCE OF $152,425 MILLION IN FMS 
GUARANTEED FINANCING TO BE PROVIDED TO ROKG IN FY 1977. 

2. WE ARE GLAD YOU ARE KNOWLEDGEABLE ABOUT THE 
COMPLEXITIES OF SUCH WASHINGTON ARRANGEMENTS AND THAT 
WE CAN RELY ON YOU TO DISABUSE THE KOREANS OF ANY 
EXPECTATION THAT MORE THAN $275 MILLION IN FMS FINANCING 
WILL BE AVAILABLE TO THEM IN THE NEXT 12 MONTHS. 

KISSINGER 
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